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This is one of a gseries of memoranda being developed under
the leadership of the National Security Resources Board in the interests
of effective and coordinated mobilization planning for foreign economic
measures to be undertaken in the event of a relatively early outbreak
of war or a declared emergency.

In the preparation of this memorandum on Export Controls,
NSRB has relied extensively (and often verbatim) on a recent report
to the NSRB by an interagency study group* and subsequent interagency
consultation,

This paper now constitutes a general guide to all Executive
agencies in their participetion in mobilization planning. It is
planned to revise the memorandum from time to time as new developments,
changes in basic assumptions, further information, and the extension
of planning to longer-range coverage meke this desirable.

* Report_of the Interagency Mobilizetion Planning Committee on Export
Controls, March 31, 1949; 71 pp. and appendices; SECRET, The report
will be helpful to those interested in a more dstailed discussion of
export controls, variations of the report from this memorsndum, and an
account of World War II operations and experience,
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EXPORT _CONTROLS

I, Definition and Description.
II, Current Programs and Objectives,

III. Wartime Authorization, Objesctives and Potential
Use.

1, Authorization and Agency Responsibilitiss.
2. Objectives and Potential Use,

IV. Rscommendations -
1. Readiness Measures.

2, Wartime Measures.
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EXPORT CONTROLS

I, Definition and Description

Export control is a regulatory procadure affecting the move~
ment of goods and technical data to other nations whereby such goods
and data are denied clearance, limited in quantitiss or directed prefer=
entially,

In contrast with the historie concept of export control as a
simple blockade measure, its use has been extendsd to accomplish a
number of broad objectives, These objectives may be of a constructive
character when directed toward congerving or increasing the economic and
war potential of the U, S, and frisndly nations, or they may be of a
destructive character when directed toward limiting the economic and war
potential of unfriendly nations, N

Supplemented when necessary by export priorities, set-asides,
voluntary agreements, and other arrangements, export control can be used
to implement foreign assistance and foreign procurement programs, to deny
esgential or strategic commoditiss to unfriendly countriss, to protect
the domestic economy against an aggravation of short-supply situations,
and in general to support national foreign policy. Its use must be co-
ordinated with other economic controls in order to achisve greatest ef-
fectiveness or in order to increase the effectiveness of related measures,

Export controls are administered through the licensing technique,
.The usual pattern of operation resembles the following: the prospective
exporter of controlled items must submit an export application, giving
full details of the goods, including destination, ultimate consignee, end-
use, and other relevant matters. The application is checked against cri-
teria established for over-all quotas, country quotas, strategic commodity
limitations, end-use, destination, and consignee, If adequete Iin all
aspects, a validated license may then be issued, Special security or
debatable cases may be sent to interagency committees or higher suthorit
for firal decisicn, Enforcement regulations are imposed to make certzin
that commodities are as deserited in export applicetions and that appli-
cants comply fully with otler export regulations.

11, Current Frogrems snd Objectives

A brief review of the current limited application of export
controls will be belpful in evalusting the usefulness of such contrels in
case¢ of war,

1. The Export Control Act of 1949 (Public Law 11, 8lst Congress)
restetes and renews the powers to control exports set forth in the Second
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Decontrcl Act comtrolling exports with rational security significance.

In btrief, the policy declaraticn csteblishes three bases cn which exports
shall be controlleds to protect the domestic economy from excessive and
infletiopary drain of scerce materials, to exercise vigilance over exporte
of security items, and to further the foreign policy of the U, S. The Act
provides for continuation of the authcrity now delegated to the Secretlary

of Commerce, for carrying out the policies. In accordance with Secticn

A(a) of the Act, the operation ig edministered with the advice of interested
agencies.

Export controls over runitions, etomic energy items, and nar-
cotics are the present responsibility of the Depsrtment of State, Atomic
Energy Commission and Treasury Depertment respectively.* While the export
contrel study group considered the possibility of consolidating these
activities with other export controls, it came to the conclusicp that there
may be reasonatle justificetion for maintairing some measure of decentral-
jzation. It recommended, however, that both policy-making and operaticnal
functions of export control remeln at least as centralized as at present.

2., The present controls (excluding munitions, atomic energy items,
and narcotics) are modifications of wartime controls, originally intended
for short-term use on a descending scale in the postwar pericd for the
protection of the domestic economy from the inroads of the pent-up and
excessive demands of foreign countries. Subsequently, beceuse of the
development of the "cold war with Soviet Russia and its Eastern European
satellites, these controls were adapted to include the protscticn of
national security by limiting export to the Soviet Orbit of goods that
would contritute markedly to the war potential of that area.

The principal objectives and uses of current export controls
have thus become:

a. Protection of domestic economy.

Since the end of the war, the Department of Commerce has
been protecting the domestic economy by means of the "Positive List!
mechenism sgainst an undue drain on short-supply items inherent in the
excessive postwar demands of forelgb areas. Although the positive list
was originally composed largely of items in short supply in the U. S, for
which export licenses were required to all foreign destinaticns except
Canada, a substantial number of security items or combined security-
scarcity items heve been recently jncluded. In fact the security aspects
of the list have cocme to outweigh the scarcity aspecis.

* Except as otherwise notad, this memorandum deals with export control
other then the special controls with regard to munitions, atomic energy
items end narcotics.
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b, Strepgtheni the economic potential of friendl nations.

Export controls of short-supply items are currently being
administered in such a way as to accommodate as far as possible the needs
of ERP and other friendly countries. When country quotas are to be
establighed, minimum requirements are submitted to the Department of
Comperce by the nations concerned, With few exceptions ECA requests,
after careful screening, are hcnored. Requirements of other friendly
countries when supported by the Department of State and other interested
agencies are treated generously, Improvement of the economies of these
countries has unquestionably been hastened by this supply assistance.

¢. Denial of strategic materisls to unfriendly nations.

In a "cold war® period, export contrecl is the principal
method by which U, S. shipments of strategic commodities can be restricted.
Currently it is being used against the Soviet bloc, and items of high
significance have been embargoed or greeatly restricted. At times securlty
objectives of export control conflict with objectives of foreign economic
recovery, particularly in regard to ERP and its relationship to East-Fest
trade in Eurcpe, (This subject is further discussed in another memorandum
of this series on Foreign Econcmic Assistance.) Under present impraved
supply conditions, it seems probable that in the future export contrels
for strategic reasons will assume greater relative importance, end should
U. S.-Soviet tension increase, wider areas of conflict between recovery
and security objectives may be expected,

d. Cbtaining the ccoperation of other countries in U, S, policy.

In times of peace the use of export controls as an instrument
of international bargaining is necessarily limited, perticularly in the
case of a country like the U. S. which purports to follow a ncn-discrimi-
natory policy in its commercial relationshipa.

It should be noted, however, that Section 117(3) of the
Economic Cooperation Act of 1948 provides in part that, "The Administrator
is dirscted to refuse delivery insofar as practicable to participating
countries of commodities which go into the production of any commodity
for delivery to any non-participating European country which commodity
would be refused export licenses to those countriss by the Unitsd States
in the interest of national sacurity.® This Section has been implemented
by bilateral agreements between the United States and participating
countries which provide that the commodities and services obtained through
the ERP shall be used for purposes consistent with the European Recovery
Program and with the purposes outliined in schedules supplied to the U, S.
by the participating countries.

Although the chief lever to securs compliance in the case
of ERP is the furnishing or refusal of specific assistance, the ability

3=
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of the U, 5. to regulate exporta to ECA countriss is undoubtedly a signifi-
cant factor in thelr attitude toward modifying their export controls.

Other foreign assistance programs could similarly offer a base for ar-
rangemants looking toward denlal by foreign countries of exports of
certain commodities to unfriendly nations,

Flexibility in the application of export contrsla has also
boen a factor of considerable importance in U, S, efforts to support the
political and economic independence of Finland and to support the defec-
tion of Yugoslavia from Moscow.

e, Depriving unfriendly nations of important technical data,

Cengorship of mails does not appear to be feasibla under
conditions shori of war. Since technical data can be sent frsoly by mail,
establishing control of their export through other means of shismant would
have 1ittla value, Neverthnelsss the stratagic importance of the matter is
recognized and cooperation of firms in voluntarily embargoing more important
data has been sought, and with soma success, and zhould be contimaed, It
is understood that further studiss are being made in the Comnarcs Department
regarding mors effective methods of preventing exports of important tech-

ical data to unfriendly nations.

f. Increass of essential supply shipments to_the U, S, from
othar countries.

Although govsrnmental pressure must be used discrestly in
peacetime, the persuasive uss of export controls has been effective in
several instances in obtalaing increused production and incrsased ship-
ments to the U. S. of important materials, After reaching an inforamal
understanding with a given country, licensing of short supply items ovar
ani above the normal quota in return for imports of important materials
has proved an affective arrangement. Manganese from India is a case in
point. The uss of "project licensing™ has also been of benefit whersby
total requiremsats of equipment and supplies are assured for a specifis
projact provided it contributss to and expsdites incrsased production and
shipment to the U, S. of strategic materials, Howsvsr, as the U. 3, sup-
ply siltuation eases and items are removad from the Positive List, the
area of negotiation in this particular field is constantly narrowing., To
maintain our advantage it may be desirable in some casss for bargaining
purposes to "open end" the matsrials coming into improved supply r=ther
than to free these materials for gensral export. "Open end® i3 a term
to describe only nominal control of an item for which an approved licenss
is required but for which a quota (in a quantitative sense) is not es-
tablished; it facilitutes forscastiag of volume of exports and the prompt
establishment of more stringent quota control should shipments become
unduly large.,
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III, Wartipe Authorization, Oblectives and Potential Use

In the main, the objectives of export control in time of war do
not differ from those in time of uncertain peace; however, in case of
bostilities, they would be pursued in a total fashion and both support

and be supported by many outright wartime measures, Export control itself,

then, would largely serve to implement or carry out specific warfare
measures; while it loges pre-eminence, it remains an essential factor in
the general operation.

The beginning of wartime operations creates the problem of
securing complzte export control as quickly as possible without causing

& serious stoppage in the flow of materials to allies and friendly neutrals.

panded and able to meet a greatly increased workload, A delayed flow of
supplies at the beginning of the war would wasts valuable shipping, ad-
versely affect allied and friendly neutrals and aggravate the problsm of
foreign economic assistance in later months.

Accordingly, it appears advisable that at the outset of wartime
operations general export licenses be applied across the board except for
the most important commodities and areas, which would require individual

licenses, The use of individual licenses can then be extended selactively

and progressively as circumstances warrant.

1, Authorizatiogg and Functional Interrelationshigs.

The Export Control Act of 1949 is believed to provide sufficient
authority for wartime operations in the export control field, although
it is presently limited by its expiration date of June 30, 1951. (Title
XII of the current NSRB draft of an "Emergency Powers Act" including
export and import controls is broad enough to cover any contingency which
may conceivably arise in wartime.)

Effective prosscution of export controls in time of war would
require closest coordinetion with import controls, export priorities,
shipping controls, blacklisting and other similar programs, In many
cases coutrol of exports through the licensing technique would be usaed
only as a supplsment or implementation of other more direct measures which
would accomplish the same end, Not only would the export control tsch-

nique have to be closely coordinated with the operations of other economic

warfare measures but the measures themselves would have to be well ints-
grated and coordinated with allied operations for maximum effectiveness,

2. DObjsctives and Potential Uses.
a, Protection of domestie econony.,

Major decisions on allocations of domestic produc?ion for
export would be made by the war agency responsible for detsrmining

-5
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relative needs of claimants. Export control would serve to implement
these decisions,

b, Streggthenigg the war potentisl of allies and the economiss
of friendly neutrals, .

The probable low war potential of our prospective alliss
in any early war would undoubtedly result in a need for U. S, econonmic
assistance at least as large as in World War II. Again, export control
would serve to implsment high policy decisions rather than perform by it
self a rols of direct assistance,

¢c. JIncrease in essential foreign production.

_ The prospective scope of any future war and the vast con-
sumption of materials to be expected would make foreign procurement and
development of prime importance., The size of the operation would require
the formulation of basie programs and the negotiation of foreign supply
agreements, Under these wartime conditions then, export control would
be a supporting instrument in carrying out or expediting foreign procure-
ment and development arrangements,

d. Denial of materials to _enemy countries ang unfriendly neutrals,

Denial of supplies to the enemy is accomplished by various
blockade measures of which export conirol is an important supplementary
device, It will, however, be of immediate importance on the outbreak
of war because without further action, it permits placing prompt embargo
on all shipments scheduled for enemy destinstions,

Where unfriendly nations become uncooperative neutrals,
denial of strategic materials of possible use to the enemy can be ac-
complished in the same way.

* e, Wéakanigg the economisg of enemy countries and unfriendlg
neutrals through third country trade regtrietions.

As a means of placing additional econonmic pressure on
enemiss or unfrisndly neutrals, other neutrals in a position to trade
with them may be induced through an allied threat of embargo or promise
of supplies to refrain from shipping the enémy important materials or
even to close their markets to the enémy, Advantages to be obtained
include limitation of the enemy war potential, depriving him of foreign
exchange and restriction of transshipments,

f. Depriving the enemy and unreliable neutrals of important
technical data,

In time of war, control of technical data becomes of para-
mount importance and every available measure would be used to deny such

-6-
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data to hostile nations, Although voluntary control by most firms is
effective, censorship of the mails, examination of persons leaving the
country, checking of shipments and control of smuggling must be rigidly
enforced to prevent vital information directly or indirectly reaching
the enemy. In this operation export licensing provides the grounds for
enforcement with respect to commercial shipments,

g. Obtaining political or economic advantage from neutrals.

In dealing with uncooperative neutrals, export control is
one of a number of useful measures which can be employed to force con-
cossione such as observing reasonable ndutrality, permitting preclusive
buying and restricting ememy activities within the country, It may be
notad that alternate threat of embargo or promise of supplies achieved
some success in case of Spain and other countries in World War II.

h. Enforcement against blacklisted consignees in neutral

countrises,

While several measures can be employed to restrict or bank-
rupt individuals or business enterprises in other countries which deal
with the enemy, denial of imports through allled export controls is an
important factor in limiting the power of commercial houses., A4s in other
economic warfare programs, export control here 1s a tool which must be
coordinated with other measures in order to achlsve reasonable success
against blacklisted consignees.

IV. Recommendatiops

Recommendations follow for both readiness measures and wartcime
actions, For effective export control, the importance is obvious of
adequate intelligence on the vulnéFabilities of the enemy's economy and
on the requirements of allies and neutrals, Recommondations in these

Tields aTe reserved for a subsequent memorandum of this series on foreign
sconomic intelligence. Likewise, Tecommendations with regard to wartime

organization of export control are covered in a subsequent memorandum on
wartime administrative arrangements for foreign economic programs,

1. Readiness. Measures.

-8, Legislation.

Current export control legislation appears to provide ade=-
quate powsrs for both present and wartime operations, The extension of
those powers will, of course, be necessary before the current expiration
date of June 30, 1951.

b. Control of security items.

Consideration is currently being given to the extension of
export controls over security items to areas other than Europe, In the

-7
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ovent that such control is extended, the adequacy ofdgﬁrrent procedures

for obtaining foreign requirements for use in establishing country quota
allocations should be reviewed and such procedures oxpanded and strengthened
as necessary., The Department of Commerce in collaboration with interested
agencies should conduct such & review,

¢, JTechnical data..

The Department of Commerce, should continue its present
studies and develop appropriate recommendations with respect to improved
export control over important technical data in peacetime, In collabora-
tion with other agencies it should take the lead in developing recommenda-
tions for NSHB consideration regarding wartime control over the export of
technical data.

d. Enforcement.

The Department of Commerce in collaboration with interested
agencies should review the current enforcoment situation with regard to v
the transshipment of strategic goods to the Sovist Orbit, including the
possible need for a foreign enforcement staff,

Likewise, the Department of Commerce should take the lead

in developing plans, for NSRB consideration, in the field of export con-

“trol enforcement and with regard to the wartime collaboration and co-

ordination of intelligence and enforcement agencies such as Commerce,

Customs, Central Intelligence Agency, Post Office and Justice,

e, The Department of Commerce should take the lead in develop-
ing and currently revising plans to expedite the issuance of export bulletins
and regulations in the event of war.

£, Careful study by the Department of Commerce should be given
the possibilities of simplifying current, «nd particularly wartime pro-
cedures for export licensipg.* Such & study is closely related to plans
that should be made so far in advance as feasilble to handle the greatly
increased and complicated licensing workload that would occur with the
beginning of hostilities,

g. Consultetion with the U, K, and Cansde and possitly other
potentiel allies on over-zll strategles of economic warfare ircludirg
the potential use of export controls,

* It should be noted ipn this regard that the interagency study group
recommended a review of the desirability of preparing a standard com-
modity clessification for use by all agencies, including arrangenelnts
for convertibility to other major classifications.

-
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2., Fartime Messures.

a. Issuance of regulaticns by the agency currently charged
with export conirecl (in collaboration with other agencies concerned)
pendirg longer-term wartime arrangements., Such regulations would:

(1)

(1)

(1ii)

Embarge all exports to enemy naticns and cancel out-
standing licenses for such destinations,

Cancel or suspend outstanding licenses for selected
commodities end destinations, previously determined
so far ag feasible,

Initially apply general licensing procedure across

the board except for the most important areas and
comrodities, which would be mede subject to individuel
licensing. Thereafter, selectively and progressively
expend individual licensing control as circumstances
warrent.

b, The agency with primary responsibility for export controls
should, in collaboration with other interested agencies:

(1)

(11)

(111)

(iv)

Develop plans for the dispositicn of impounded car-
goes destined at the outbreak of wer for enemy or
other unfriendly destinations,

Expedite the coordination of export control activi-
ties with related economic warfare programs and make
its application consistent with shipping controle,
allocaetions, export priorities, blacklisting, and
other regulations of U, 8, and allied programs.

Expand and strengthen enforcement procedures,. (See
readiness measure on "enforcement", 1-4 above. )

Continue and extend consultation with industry
advisory boards, particularly with regard to im-
mediate trade problems arising out of the impact
of war and how best to utilize in wartime the
private exporters and their trade associations.

NB: Administrative responsitility for export controls, both in the
initial stages of war or declared emergency and in later steges, is

discussed in a subsequent memorandum on administrative arrangements for
foreign economic measures,

-9-
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This is one of a series of memoranda being developed undar
the leadership of the National Security Resources Board in the interests
of effective and coordinated mobilization planning for foreign economie
measures to be undertaken in the event of a relatively early outbreak
of war or declared emergency,

In the preparation of this memorandum on Import Control,
NSREB has relied in part on a recent report to the NSRB by an interagency
study group* and on subsequent interagency consultation.

This paper now constitutes a gensral guide to all Executive
agencies in their participstion in mobilization planning., It is planned
to revise the memorandum from time to time as new developments, changes
in basic assumptions, further information, and the extension of planning
to longer-range coverage make this desirable,

%  Interagency Mobilization Planning Study om Import CGontrol, March 31,
19493 66 pp. and appendices; SECRET. The report will be helpful to those
interested in points of variance with this memorandum, a more detailed
discussion of import control, and World War II operations and experiencs.
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IMPORT CONTROL

I, Definition and Purposes

The term "Import Control" as used in this memorandum denotes
regulatory procedures affecting the movement of goods, by land, sea and air,
from other countries to the United States whereby their flow may be adjusted
to special national objectlives.

: Import control is usually a companion tool of other controls in
time of war, and serves primarily to facilitate the importation and domestic
distribution of eritical material required in production, Stripped of its
close association with other controls, its own primary purpose becomes of
narrow but strategic importance. This memorandum deale with import control
in this sense of a digtinet element in foreign economic operations, particu-
larly in time of war. But its full wartime significance can best be gauged
in the added light of other memorandas of this series on subjects such as
Foreign Procurement and Development, Export Control, Foreign Economic As-
sistance, Preclusive Buying, and Proclaimed Listing. Moreover, in time of
war import control has important implicatlons on the "home front" of the war
economy including such problems as adequate eivilian supply, price contrel,
rationing, and manpower. . '

In peacetime, nations resort to import controls for a variety of
reasons - to conserve foreign exchange, to secure a segment of a commodity
in short world supply, to proteet against "dumping", to wage economic or
political "cold warfare", to protect infant industries, to facilitate state
trading enterprises, to protect health, to control the drug traffic, to pre-
vent the spread of plant and animal diseases, and the like, The nature and
extent of import controls imposed in peacetime need tc be kept within the
framevork of national and international umdertakings, suchk as the Reciprocal
Trade Agreements Act, the Charter of the Interrational Trade Organization,
and the allocations of the International Tin Committee and the International
Emergency Food Committee, Accordingly, the use of import control in time of
peace or "cold war" would appear to have limited usefulness and practicability,

In wartime, import controls sre only one part of the general
network of contrcls to which a nation must resort if egsential things are
to come first, They become channelling devices for objectives as varied as
congerving transportation space, facilitating domestic controls on scarce
materials; procuring strategic and ceritical materials for stockpile, for
war production, and for essential eivilian consumption; supporting the
economies of certain areas; furthering eccnomic warfare; implementing state
trading operations and preserving private trade facilities - distinct
objeectives all, yet vitally and logicelly related in the common purpose of:
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1. Enhancing the basic supply and utilization of essential war
materials for production in the U, S.

2. Furthering the objectives of wartime foreign economic operations,
including:

a. forelign procurement and development;

b, forelgn economic assistance and other means of strengthening
the allied war potential and the stability of certain neutrals; and

¢. measures to deny resources to the enemy or unfriendly neutrals,

In wartime, the two chief elements of import control normally are
an import shipplng priorities system and an imports license system permitting
the entry of goods beth privately and publiely precured., These in turn are
dependent on transport controls, including a ship warrants system,

In both thelr policy and administrative aspeets, import controls
are delermined mainly by commodity, geography, transport, and general
economic considerations.

IT, Significance of Import Control in a War Tconomy

The significance of import control for production purposss bears
a direct ratlio to a nation's dependency on foreign sources of supply, means
of payment, and the transportation which it can command. In an island
economy such as that of the United Kingdom, import controls are predominant
controls., In a relatively self-sufficient economy like that of the USSR,
they would be relatively minor, In an sconomy like that of the United
States, self-sufficient in much but significantly dependent on a relatively
small but important increment of raw materials from abroad, the rols of
import controls falls between these two extremes,

Import controls must be flexible because they are related in an
elaborate and complex way with other wartime controls, both foreign and
domestic, and because they have direct functions of their own to perform,
such as the conservation of available shipping for essential goods. Thus
they must be able to encompass the unanticipated results of new development
projeets; of interallied market allocations; of competitive and cooperative
interallied procurement; of loss of areas; of alternative geographic sources;
of water, rail and air transport, of varilous foreign policies; and other
lightening changes which are part of war., They must be adequate to minimize
the effeet of alreraft and shipping losses, slow turn-arounds in shipping,
port congestions, and other damaging circumstances, Import controls can
serve a3 a device to put commodlities in channels of domestic distribution
controls, They must be relatively able to carry their priorities all the way -
that is, from mine to warehouse or to production-consumption centers,

-2
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ITT. Prerequisites to Effective Import Controls

Integrated Domestic Production and Supply Planning,

As indicated previously, import control is not an end in itself,
but, in its most important use, a tool of war production and supply planning,
In this respeet it is somewhat similar to foreign procurement, transport,
price, distribution, and export controls; all of which support production
and supply objectives and must be tied in directly to the common production
and supply goals,

It 1s, thus, a prerejuisite to effective import control that its
controlling policles emanate at a high level from one point where production
and supply planning are integrated and where the part each of the auxiliary
conirols shall play is detsrmined at least in broad terms, What this point
of over-all integration should be is beyond the scope of this series of
memoranda, and consiitutes one of the major wartime organization problems
spanning both the domestic and foreign fisldas.

Interallied Planning.

U.3. production and supply planning in turn must be geared to
interallied planning in such fields as raw materials, food, shipping and
production, While the subjeet of the interallisd framework for economic
cooperation is dealt with in a later memorandum of this series, it should
be noted here that the principal production and supply agency in the U.S.
should have a major, though not neseassarily exrlusive, role on the U,S,
side of interallied supply organizations,

: Therefore, with regard to import controls, the controlling policies
in the interallied field should emanate from the same point of integration
as thoso for domestic production and supply planning.

Tie-in with Economic Warfare.

Although import controls are primarily a tool of wartime pro-
duction they have ancillary uses for purposes of economic warfare, Adequate
administrative provisions are therefore necessary to assure that these
gsecondary but closely related funetions are considered in the determination
of import policies,

Principal Operational Procedures.

Import controls ordinarily require several basie types of
operational proecedures. No one of these procedures is adequate in itself,
The two most essential elements in the event of scarce supplies or
transport are:

3=
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1., An import shipping priorities and quota system.
2. An individual license system to:

a. implement import priorities and quotas and domestic
priorities and allocations;

b. implement interallied allocations;
ec. support economic warfare measures; and
d. provide equitable treatment for private import trade.

In addition, the effectiveness of import controls is dependent
to a high degres on transport controls,

Complete in Range from the Beginning.

Import controls can be applied selectively by commodities and
areas, and a considerable degree of flexibility should be maintained in
such coverage., In the case of many commodities, however, the controls
should be complete in their range from source to point of consumption, and
effective from the beginning of import control operations, (To illustrate
such flexibility: In World War II the basic import control order applied
to only 13 minerals and metals at the beginning of the war; it controlled
882 commodities at the peak of the war effort.)

Thus, ordinarily it is advisable to arrange imrediately not
only for annual quotas to be imported on a preferential basis, but also
for quarterly and monthly quotas on a tightly scheduled operation; to
arrange immediately for accurate reports on cargo availability at mine,
dockside, and airfield; on vessel and plane arrivals, on amounts 1lifted,
on losses enroute to prepare at once for "shlpping space certificates® to
move special "spot shipments" within the priorities lists; to arrange that
from the start the import priority carries through from minehead to ultimate
center of production.

Moreover, to the maximm extent feasible other wvartime controls
on roduction, distribution and export should be applied simultaneously
with import controls, (Otherwise, for example, the import of tapioca for
pudding may be displaced for tin, only to have such tin used for toys or
for nonessential exports.)

For operating reasons it may be advisable to establish, as early
as feasible, a nominal control over all imports, but applying the actual
controls to speecific commodities on a seleoctive basis as the need arises.

-
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Positive and Negative Aspects of Controls.

To be most effective, import ecntrol lists should be specific
as to the commodities decsired to be brought into the country, and equally
specific as to commodities from certain areas to be kept out, The latter
case in rarticular may invclve delicate issues of foreign policy as well
88 heavy pressures from business interests, The possibility of embargoes
can be a strong foree tc influence nentral, and if necessary allied,
econamies to concentrate on essential war preducticon,

Simplicity and Selectivity in the Top Braeckets.

The shipping priorities import control system should be simple
an@ highly selective in its top preferences, This objective is difficult
to reach and difficult to muintain against pressures from specific industries;
from war production, foreign assistance and other war agencies with special
programs; and from shipping agents seeking more profitable pay loads,
Yielding to pressures to put more and more items into the top priority
brackets, either directly cr threugh the device of multiple subdivisions,
can oply serve to cheapen and weaken the value of the priorities themselves,

Operuting Flexibility.

The foregoing should not be construed ag indicating that tight
scheduling on a straight priorities basis is always feasible or desirable,
In sbipping, for instance, some boats are equipped for speclalized cargoes
and have limited uses in other trades, Some runs must provide for a share
of low U.S, pricrity cergoes t¢ sustain insular economies on the route and
some compensating device when full esrgoes cannot be provided, Again, the
uee cf foreign-cwned shipping sometimes presents the need for compromise,
Some difficult, unpleasant or "lowpay" cargoes may heve to be "sweetened"
with lower pricrity goods if the full cocperation of shippirg companies is
secured, Finally, specific foreign policy and economic warfare objectives
may in a few cases outweigh in impcrtance the straight production objectives
and require special adjustments.

In view of the above and the fact that war controls are relative
rethor than absolute concepts, it appears clear that import and transport
contrels should be conducted on a partrership bagis, if the maximum
efficiency is to be attained in providing the optimum use of transport
equirment - outbound, to meet the exacting delivery schedule of military
operttions overseas; and inbound, to meet the urgent delivery schedule at
domestic production centers for essential materisls from cverseas sources,

Equitablenegss for Privete Trade.

Another prerequisite for effective applicetion of import controls
is that of equitable treatment fcr private trade angd traders, Without tkeir
support and close cooperation, effective controls would be difficult, In

-5-
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broad application, privately procured goods of equal strategic importance
must get a "fair bresk" on transportation compared with Goverrment procured
goods, In addition, such controls should, insofar as it is feasible, fall
equitably acrcss the board within the industry grcup affected.

Licerses, thus, sbould nct be issued at random or on the basis
of "firstecome, first-served", or to a favored few, This implies the most
carefully worked out reletionship between the import trade and Govermment
before the effective date of the control orders, particularly in establish-
ing tke criteria for distributing the licenses equitably. Among the
elements to be considered are historical position within the trade, price,
availebility of material, ability to perform, and justification of the
applicant's need for the imported commodity.

Adequate Statistical Informaticn.

An effective import control list must depend upon extensive and
reagsonably accurete statistical information, Required, for example, is the
development of current statistical infermation on cargoes aveilable for
liftirg in forelgn ports, statistical forecasts of transport aveilable in
given places in given time periods, and a quarterly and anmual accounting
system to be sure that quotas and priorities have been faithfully executed.
This is exceedingly important because of the number of factors that must
be teker intc ccnsideration in allocating vessels and planes to cargoss -
the distance involved, the degree of port congestion, the turn-sround time,
the nature of the cargo, the alterrative employment of the ship and plane,
the necessity for meking a voyage and flight profitable - all of which tend
to negate the execution of the priorities list rather then to enforce it.

IV, Evalvation of Potentisl Use in the Event of War
with Soviet Russia

As the United States advances its own technology and production,
and as it underwrites foreign ecoromic assistance programs and military
aid programs along with the development of its own military preparedness
program, it becomes more and more clear that one of the basic problems facing
this nation is a raw materials prcblem - raw materials which are nct found
within our own borders nor likely to be compensated through substitutions.
Whetter the U,S, is in peace, "cold war' or armed warfare, the present
stage of industrislizetion depends on the supply of at least certain raw
meterials from areas such as Africe, India, Latin Americz, ard Southeast
Asia,

To some degree the role of import control in the event of war
will depend on the degree of preparedness achieved before the outbreak with
respect to essential wartime materials, Inveolved are the size of public
and industrisl stockpiles, the development of domestic scurces, including
substitutes, and foreign development, pariicularly in the less remote and

by
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less vulrerable areas, Other fsectors which will inflvence the role of
inport control are the size, character and duration of the confliet,
trarspert resources and transport losses and the line-up of nations on
the two s=ides,

Even under reascnably optimistic strategic assumptions and
well-laid plans for material preparedness, it still is clear that a war
with Soviet Russia and satellites would quickly creste eritical shorteges
for U,S, production of some essential war materials, for which sizeable
foreign procurement would be imperative., Plamning, therefore, should
anticipate a substantial foreign procuxement program upon the outbresk of
hostilities and should provide an acticn program for coping with the
sitvation, Import control would be one of the early measures to be applied
to facilitete the importation and suitable domestic distribution of those
materials most urgently required in U.S., producticn,

Import controle are also impertant in providing guidance for
the deployment of transport, For instance, overseas warfare which pre-

- empte shirping to fit an outbound delivery pattern as its primary purpose
would result in a distribution of shipping at foreign destinations badly
adapted for import transportation needs. More is involved than urgency of
time under military imperatives, Often the logistics fixes transport in
horizentsl crcssings, while inbound supply requires diagonal or vertical
crossings, The disparity between transport equipment availabilities and
requirements thus becomes more acute, To some degree Such an unbaslance may
be ineviteble, representing a calculated waste of shipping. Probebly the
best to be expected 1s that by skillful designation of return routes supported
by import pricrities and controle such waste can be miniwmized.

There would alsc be additicnal needs for an import progrem such
ag cormplementing thke controls of our allies and particularly those of
Caneda and Mexico, producing a maximum contribution to the war effort from
neutral eccnomies, assisting the remcval of strategic materials procured
by the U,S, and located in areas which may fall into the hands of the enemy,
implementing interallied allocations, and supporting various economic war-
fare measures,

V. Recommendastions

Readiness Meassures.

As mentioned previocusly, the complexity and severity of import
controls in the event of war will depend to an important degree on our
material preparedness for such an emergency - the adequacy of our public
arnd industrial stockpiles, the stage of development of our domestic pro-
duction of essentlsl materisls and practical substitutes, and the degree
of development of foreign sources of supply, particularly in the closer,
less vulnersble areas,

7=
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Similarly the speed with which import controls can be applied
will depend upon the extent of our mobilization planning in the require-
ments-supply field., Current work on the revision of stockpile estimates,
"flash estimates" of wartime supply and requirements in selected fields,
and broader studies of other material needs and supplies in the event of
war will make clearer the probsgble supply position and thus expedite the
imposgition of selected import controls st the outbreak of war and the
development of the essential commodity policies and plans which are a
major prerequisite for any effective import control.,

Other measures which will contribute to reasdiness for import
controls follows

l. The Department of Commerce, with the assistance of other agencies
concerrned, should study and report to the NSRB on recommended mosns of
expediting the formulation and issuance of forms, regulations and procedures
in the event of war, the development of operational and enforcement tech-
niques and means of securing maximum simplicity in import control devices,

2. The Department of Cormerce, with the assistance of other agencies
concerned, should underteke for the NSRB a study of means to secure in war-
time the utllization of private importers and their trade assoclations on
a completely cooperative basis, The objectives of such a study would in-
clude recommendations in regard to effective means of keeping the trade
informed and of securing its advice and help on a continuing basis, maximm
use of present trade practices where practical in wartime, and minimum
interference with private trade consistent with achieving wartime objectives.

3. Probable early conversations on mobilizetion planning with one
or more of our potential allies should include general consideration of

irport controls,
[

Wartime Measureg.,
l, Interim Emergency Measures.

a, Legislation should be enacted at the outbresk of war
authorizing broad controls over importe into the United States, (These
powe§s are provided for in the current NSRB draft of an Emergency Fowers
act,

b. In line with prewar mobilization planning in the field of
essential war materials, the following steps should be taken as quickly
as possible following the outbreak of hostilities:

(1) the import trade shoWld be informed of developments;

-
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(11) import controls should be applied in the most
urgent fields in a selective manner, issuing licenses,
pricrity lists and arranging for space certificates;
and

(iii) the field of import control should be expanded as
extensively as necessary and as rapidly as the
development of wartime orgenization and measures
permits.

2. Longer-Term Measures,

At the outsel of this section, it should be recognized that
much of the planning of import control measures is part and parcel of the
planning for the war production controls of the U.S, in wartime, Until
current mobilization planning in the broader fleld heas progressed to a
firmer stage, recommendations as to import control alone must necessarily
be tentative and generalized, The fcllowing measures, however, would seem
advissble as longer-term wartime arrangements:

a. Administrative organization should assure a point of inte-
gration in U.S, production and supply planning for the various production
and supply contrels including import contrel,

b. U.S., production and supply plamning (including import control)
must be geared to interallied supply plamning with the point of integration
menticned above having a major, though not exclusive, rcle on the U.S, side,

¢, Wartime organization planning should provide the mechanisms
necessary to assure a voice in import policy determination for the princi-
pal agency or agencles dealing with related econcmic operstions, (A later
. monograph of this serlies covers administrative arrangements for foreign
econcmic operations,)

d, Leonger-range import contrels should provide for:

(1) the improvement of the originslly established
systems for shipping priorities, quotas and indi-
viduel licenses;

(1i) epplication of controls on specific imported
commodities on as complete a scale as feasible,

including procduction, transportation and
distribution;

-9-
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(114) further development of essentiality of com-
modities from foreign sources, with due allow-
ance for the use of substitutes;

(iv) maintenance of simplicity and selectivity in
the top priority brackets; and

(v) mainterance of a maximum operating flexibility,

e. The development, coordination, and use of statistical
systems essential to efficient import contrecl opersation,

-10-
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